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INTERSTATE OIL COMPACT 


TUESDAY, MAY 5, 1959 


Hovuss or REPRESENTATIVES, 
SUBCOMMITTEE ON COMMUNICATIONS 
AND PoWER OF THE COMMITTEE ON 
INTERSTATE AND FOREIGN COMMERCE, 
Washington, D.C. 

The committee met at 10 a.m., pursuant to call, in room 1333, New 
House Office Building, Hon. Oren Harris (chairman) presiding. 

The CHarrMAN. The committee will come to order. 

The subcommittee has met this morning to take testimony on House 
Joint Resolution 280, a bill to give the consent of Congress to the 
extension and renewal for another period of 4 years to the interstate 
compact to conserve oil and gas, which was entered into originally 
in 1935 by the States of Oklahoma, Texas, New Mexico, Illinois, 
Colorado, and Kansas. 

The Congress gave consent to such compact by House Joint Resolu- 
tion 407, approved August 27, 1935, and has consented seven times 
since to its extension and renewal. Unless the Congress gives its con- 
sent to the further extension and renewal which is now entered into by 
99 of the States, it will expire September 1, 1959. 

It might be noted that when the compact was first consented to by 
the Congress in 1935, it was hoped that the several oil-producing 
States acting together under the compact would be able to effect con- 
servation of this important natural resource, prevent its waste, and 
give aid to the petroleum industry in its efforts to promote the maxi- 
mum ultimate recovery of the oil and gas reserves of each State. 
During the 24 years this compact has been in force, that hope has been 
fulfilled in substantial and ever increasing degree. 

The compact such as the one under consideration is in complete 
harmony, in my opinion, with the spirit of our form of government. 
It preserves the rights of each separate State while enabling the sev- 
eral States as parties to the compact to work together on a sound 
program which all of them accept and enforce. I might say in doing 
so it helps the entire United States. 

The first witness this morning will be Capt. M. V. Carson, Director 
of the Office of Oil and Gas, Department of the Interior. 

Before Captain Carson presents his testimony, a copy of the bill 
at this point will be inserted in the record, together with reports 
received from the Department of the Interior, the Federal Power 
Commission, the Defense Department, the Bureau of the Budget, and 
the Department of Justice. 

Without objection, these reports will be included in the record at 
this point following a copy of the bill. 
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(Information referred to follows :) 


[H.J. Res. 280, 86th Cong., 1st sess. ] 
JOINT RESOLUTION Consenting to an interstate compact to conserve oil and gas 

Resolwed by the Senate and House of Representatives of the United State, 
of America in Congress assembled, That the consent of Congress is hereby give, 
to an extension and renewal for a period of four years from September 1, ig; 
of the interstate compact to conserve oil and gas, which was signed in the city ot 
Dallas, Texas, the 16th day of February 1935 by the representatives of Okle 
homa, Texas, California, and New Mexico, and at the same time and place wy 
signed by the representatives, as a recommendation for approval to the Governor 
and Legislatures of the States of Arkansas, Colorado, Illinois, Kansas, aq 
Michigan, and prior to August 27, 1935, said compact was presented to and 
approved by the Legislatures and Governors of the States of New Mexia 
Kansas, Oklahoma, Illinois, Colorado, and Texas, which said compact go ap. 
proved by the six States last above named was deposited in the Department 
of State of the United States, and thereafterwards Congress gave its consent ty 
said compact by H.J. Res. 407 (Public Resolution Numbered 64), for a period 
of two years and thereafterwards said compact was extended by Governors of 
the compacting States and Congress gave its consent thereto as follows: by 
S.J. Res. 183 (Public Resolution Numbered 57) ; by H.J. Res. 329 (Public Resoly. 
tion Numbered 31); by H.J. Res. 228 (Public Law Numbered 246), each fo 
a period of two years and thereafterwards further extended by H.J. Res, 1% 
(Public Law Numbered 117); by 8.J. Res. 122 (Public Law Numbered 184): 
by S.J. Res. 42 (Public Law Numbered 128) ; and by S.J. Res. 38 (Public Law 
Numbered 185), all for a period of four years, until September 1, 1959. 

The agreement to extend and renew said compact for a period of four years 
from September 1, 1959, to September 1, 1963, duly executed by representatives 
of the States of Alabama, Arizona, Arkansas, Colorado, Florida, Indiana, Kep. 
tucky, Louisiana, Michigan, Mississippi, Montana, Nebraska, Nevada, New 
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Mexico, New York, North Dakota, Ohio, Oklahoma, Pennsylvania, South Dakota, | 


Tennessee, Texas, Utah, Washington, West Virginia, and Wyoming, has beep 
deposited in the Department of State of the United States, and reads as follows: 


“AN AGREEMENT TO EXTEND THE INTERSTATE COMPACT TO 
CONSERVE OIL AND GAS 


“WHEREAS, on the 16th day of February, 1935, in the City of Dallas, Texas, 
there was executed ‘AN INTERSTATE COMPACT TO CONSERVE OIL AND 
GAS’ which was thereafter formally ratified and approved by the states of 
Oklahoma, Texas, New Mexico, Illinois, Colorado, and Kansas, the original of 


which is now on deposit with the Department of State of the United States, a 
true copy of which follows: 


“*AN INTERSTATE COMPACT TO CONSERVE OIL AND GAS 


“ “ARTICLE I 


“sé 


‘This agreement may become effective within any compacting state at any 
time as prescribed by that state, and shall become effective within those states 
ratifying it whenever any three of the States of Texas, Oklahoma, California, 
Kansas, and New Mexico have ratified and Congress has given its consent. Any 
oil-producing state may become a party hereto as hereinafter provided. 


“ “ARTICLE II 


“*The purpose of this compact is to conserve oil and gas by the prevention of 
physical waste thereof from any cause. 


“ “ARTICLE III 


“ 


‘Each state bound hereby agrees that within a reasonable time it will enact 
laws, or if the laws have been enacted, then it agrees to continue the same in 
force, to accomplish within reasonable limits the prevention of: 

“*(a) The operation of any oil well with an inefficient gas-oil ratio. 

“*(b) The drowning with water of any stratum capable of producing oil or 
gas, or both oil and gas, in paying quantities. 
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«(e) The avoidable escape into the open air or the wasteful burning of gas 

ma natural gas well. 

«(q) The creation of unnecessary fire hazards. 

«(e) The drilling, equipping, locating, spacing, or operating of a well or 
gells so as to bring about physical waste of oil or gas or loss in the ultimate 
recovery thereof. . . 

«f) The inefficient, excessive, or improper use of the reservoir energy in 

ueing any well. i 

wThe enumeration of the foregoing subjects shall not limit the scope of the 
guthority of any state. 

“ ‘ARTICLE IV 


«Pach state bound hereby agrees that it will, within a reasonable time, enact 
gatutes, or if such statutes have been enacted then that it will continue the 
ame in force, providing in effect that oil produced in violation of its valid oil 
qnd/or gas eonservation statutes or any valid rule, order or regulation pro- 
mulagted thereunder, shall be denied access to commerce; and providing for 
stringent penalties for the waste of either oil or gas. 


* “ARTICLE V 


“Jt is not the purpose of this compact to authorize the states joining herein 
to limit the production of oil or gas for the purpose of stabilizing or fixing the 
price thereof, or create or perpetuate monopoly, or to promote regimentation, 
bot is limited to the purpose of conserving oil and gas and preventing the 
avoidable waste thereof within reasonable limitations. 


“ “ARTICLE VI 


“ach state joining herein shall appoint one representative to a commission 
hereby constituted and designated as 


“* “THE INTERSTATE OIL COMPACT COMMISSION.” 


the duty of which said commission shall be to make inquiry and ascertain from 
time to time such methods, practices, circumstances, and conditions as may be 
disclosed for bringing about conservation and the prevention of physical waste 
of oil and gas, and at such intervals as said commission deems beneficial it 
shall report its findings and recommendations to the several States for adoption 
or rejection. 

“‘The Commission shall have power to recommend the coordination of the 
exercise of the police powers of the several states within their several juris- 
dictions to promote the maximum ultimate recovery from the petroleum reserves 
of said states, and to recommend measures for the maximum ultimate recovery of 


| oil and gas. Said Commission shall organize and adopt suitable rules and regu- 


lations for the conduct of its business. 

“No action shall be taken by the Commission except: (1) by the affirmative 
votes of the majority of the whole number of the compacting States represented 
at any meeting, and (2) by a concurring vote of a majority in interest of the 
compacting States at said meeting, such interest to be determined as follows: 
such vote of each State shall be in the decimal proportion fixed by the ratio of 
its daily average production during the preceding calendar half-year to the 
daily average production of the compacting States during said period. 


“*ARTICLE VII 


“No State by joining herein shall become financially obligated to any other 
State, nor shall the breach of the terms hereof by any State subject such State 
to financial responsibility to the other States joining herein. 


“*ArTICLE VIII 


“The compact shall expire September 1, 1937. But any State joining herein 
may, upon sixty (60) days notice, withdraw herefrom. 

“The representatives of the signatory States have signed this agreement in a 
single original which shall be deposited in the archives of the Department of 
State of the United States, and a duly certified copy shall be forwarded to the 
Governor of each of the signatory states. 
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“*This compact shall become effective when ratified and approveg as 
vided in Article I. Any oil-producing State may become a party hereto 
affixing its signature to a counterpart to be similarly deposited, Certified, b 
ratified.’ and 

“WHEREAS, the said Interstate Compact to Conserve Oil and Gas has hers 
fore been duly renewed and extended with the consent of the Congress. 
September 1, 1955; and » 

“WHEREAS, it is desired to renew and extend the said Interstate Com 
to Conserve Oil and Gas for a period of four (4) years from September } 105 
to September 1, 1963: ss. 

“NOW, THEREFORE, THIS WRITING WITNESSETH: 

“It is hereby agreed that the Compact entitled 

“‘AN INTERSTATE COMPACT TO CONSERVE OIL AND Gag: erp 
cuted in the City of Dallas, Texas, on the 16th of February, 1935, and DOW 0 
deposit with the Department of State of the United States, a correct CODY of 
which appears above, be, and the same hereby is, extended for a period of four 
(4) years from September 1, 1959, its present date of expiration, to September 
1, 1963. This agreement shall become effective when executed, ratified, ang 
approved as provided in Article I of the Original Compact. 

“The signatory States have executed this agreement in a single origina} 
which shall be deposited in the archives of the Department of State of the 
United States and a duly certified copy thereof shall be forwarded to the 
Governor of each of the signatory States. Any oil-producing state may become 
a party hereto by executing a counterpart of this agreement to be similarly 
deposited, certified and ratified. 

“EXECUTED by the several undersigned states, at their several state capitols, 
through their proper officials on the dates as shown, as duly authorized by 
statutes and resolutions, subject to the limitations and qualifications of the acts 
of the respective State Legislatures. 

“THE STATE OF ALABAMA 
“By JAMES E. Forsom, Governor 
“Dated : 10-22-58 
“Attest: Mary Texas HunT GARDNER 
“Secretary of State 


“ (SEAL) 
“THE STATE OF ALASKA 
“By ——————, Governor 
“Dated: — 
“Attest: 
“Secretary of State 
“* (SEAL) 


“THE STATE OF ARIZONA 
“By Paut J. FANNIN, Governor 
“Dated: 1-29-59 
“Attest: WrstEY Borin 
“Secretary of State 
** (SEAL) 
“THE STATE OF ARKANSAS 
“By OrvaL BE. Fausus, Governor 
“Dated: 1-28-59 
“Attest: OC. G. HAL 
“Secretary of State 
“* (SEAL) 
“THE STATE OF COLORADO 
“By Steve McNicHots, Governor 
“Dated: 8-1-58 
“Attest: Grorce J. BAKER 
“Secretary of State 
“By: F. J. SERAFINI 
“Deputy 
“ (SEAL) 
“THE STATE OF FLORIDA 
“By LeRoy Corrins, Governor 
‘Dated: 10-28-58 
“Attest: R. A. Gray 
“Secretary of State 
“* (SEAL) 






“pated : ; 
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“ ( SEAL ) 
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“Dated : 
—— 
se “Secretary of State 


“(SEAL ) 


“pated : 8-18-58 
“Attest: FRANK A. LENNING 
“Secretary of State 





“ (SEAL) 

“70> — 

—:. —— ail 
“Secretary of State 

“ (SEAL) 


“Dated: 2-5—59 
“attest: THELMA L. STOVALL 
“Secretary of State 


“(SEAL) 


“Dated: 11-12-58 

“Attest: WADE O. MARTIN, JB. 
“Secretary of State 

“ (SEAL) 


“Dated: 1-12-59 

“Attest: JAMES M. HARE 
“Secretary of State 

“(SEAL) 


“Dated: 10-15-58 

“Attest: HeperR A. LADNER 
“Secretary of State 

“(SEAL) 


“Dated : 8-28-58 

“Attest: FRANK MURRAY 
“Secretary of State 

“By: WILLIAM J. CARL 

“ (SEAL) 


“Dated : 9-11-58 

“Attest: FRANK MARSH 
“Secretary of State 

“ (SEAL) 


“Dated : 
“Attest : 


9-29-58 

JOHN Koontz 
“Secretary of State 

“ (SEAL) 
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“THE STATE OF ILLINOIS 


“By , Governor 


“THE STATE OF INDIANA 
“By Harotp W. HANDLEY, Governor 


“THE 
“By —— 


STATE OF KANSAS 
——, Governor 


“THE STATE OF KENTUCKY 
“By ALBERT B. CHANDLER, Governor 


“THE STATE OF LOUISIANA 
“By Ear K. Lone, Governor 


“THE STATE OF MICHIGAN 
“By G. MENNEN WILLIAMS, Governor 


“THE STATE OF MISSISSIPPI 
“By JAMES P. COLEMAN, Governor 


“THE STATE OF MONTANA 
“By J. Huco ARonson, Governor 


“THE STATE OF NEBRASKA 
“By Victor E. ANDERSON, Governor 


“THE STATE OF NEVADA 
“By CHARLES H. RussELL, Governor 


“THE STATE OF NEW MEXICO 


“By Epwin L. MECHEM, Governor 


“Dated : 
“Attest : 


8-9-58 

NATALIE 8S. Buck 
“Secretary of State 

“ (SEAL) 


40668—59——_2 
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“THE STATE OF NEW YORK 


“By AVERELL HARRIMAN, Governor 
“Dated: 12-5-58 


“Attest: CARMINE G. DESapio 
“Secretary of State 
““(SEAL) | 
“THE STATE OF NORTH DAKOTA 


“By JoHN E. Davis, Governor 
“Dated: 10-6-58 


“Attest: BEN MEIER 
“Secretary of State 
** (SEAL) 
“THE STATE OF OHIO 


“By C. WILLIAM O’NEILL, Governor 
“Dated: 8-20-58 


“Attest: TEp W. Brown 
“Secretary of State 
“ (SEAL) 
“THE STATE OF OKLAHOMA 


“By RayMonpD Gary, Governor 
“Dated : 7-30-58 


“Attest: ANDY ANDERSON 
“Secretary of State 
“ (SEAL) 
“THE STATE OF PENNSYLVANIA 


“By Grorce M. LEaper, Governor 
“Dated : 12-16-58 


“Attest: JoHn S. Rice 
“Secretary of State 
* (SEAL) 
“THE STATE OF SOUTH DAKOTA 
“By RatepH HERSETH, Governor 
“Dated : 2-9-59 
“Attest: SELMA SANDNESS 
“Secretary of State 
** (SEAL) 
“THE STATE OF TENNESSEE 


“By Burorp ELLINGTON, Governor 
“Dated : 2-6-59 


“Attest: Jor C. CARR 
“Secretary of State 
**( SEAL) 

“THE STATE OF TEXAS 
“By Price DANIEL, Governor 
“Dated : 8-25-58 
“Attest: ZoLLre STEAKLEY 

“Secretary of State 
“*( SEAL) 
“THE STATE OF UTAH 


“By GEorRGE D. CLYDE, Governor 
y 
“Dated ° 9-22-58 


“Attest: Lamont F. Toronto 
“Secretary of State 
“*( SEAL) 
“THE STATE OF WASHINGTON 


“By ALBERT D. ROSELLINI, Governor 
“Dated : 2-19-59 


“Attest: Victor A. MEYERS 
“Secretary of State 
**( SEAL) 
“THE STATE OF WEST VIRGINIA 


“By Crecm H. UNpERWoop, Governor 
“Dated : 9-4-58 


“Attest: Heten Hott 


“Secretary of State 
“ (BEAL) 


“pated 
“Attest 


“ (SEAL) 
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“THE STATE OF WYOMING 
“By Mitwarp L. Stimpson, Governor 
“pated : 7-28-58 
“Attest: Ray RoBERTSON 
“Deputy Secretary of State 


“(gEAL)” 

Sec. 2. The Attorney General of the United States shall make an annual re- 

rt to Congress for the duration of the Interstate Compact to Conserve Oil and 
Gas as to whether or not the activities of the States under the provisions of such 
compact have been consistent with the purpose as set out in article V of such 


compact. 


U.S. DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., May 4, 1959. 
Hon. OREN HARRIS, 
Chairman, Committee on Interstate and Foreign Commerce, House of Repre- 
sentatives, Washington, D.C. 


Deak Mr. Harris: This responds to your request for the views of this Depart- 
ment on House Joint Resolution 280, consenting to an interstate compact to 
conserve oil and gas. 

We recommend the enactment of House Joint Resolution 280. 

This joint resolution would extend the life of the interstate compact to con- 
serve oil and gas for a period of 4 years from September 1, 1959. The compact 
has been extended from time to time with the present expiration date of Septem- 
ber 1, 1959. 

Since formation on February 16, 1935, when 6 States were members, the mem- 
pership has grown to 31 States in 1958. The compact has been the leader in the 
spreading of sound conservation practices throughout most of the oil- and gas- 
producing States of this country. It has provided a forum at which State 
officials, representatives of regulatory bodies, representatives of the oil and gas 
industry, and representatives from such Federal Government agencies as the 
Department of Defense, the Department of Interior, and the Federal Power 
Commission, could discuss conservation problems of common interest with the 
view toward improving and standardizing conservation practices throughout 
the country. It has been very successful in this effort. 

Its influence extends beyond the borders of this country and its guidance and 
counsel have been sought by oil-producing Provinces in Canada, by Mexico, 
Colombia, and Venezuela. The Canadian Provinces of Alberta and Saskatchewan 
have made full use of the experience and advice they have been able to obtain 
from the compact commission. Alberta, Saskatchewan, and the countries of 
Venezuela and Colombia regularly send observers to meetings of the Interstate 
Oil Compact Commission. 

The compact commission has its headquarters in the State capitol, Oklahoma 
City, Okla. This office regularly publishes digests of conservation rules, regula- 
tions, and practices, and special volumes on various aspects of conservation. It 
has been particularly helpful in its work on secondary recovery of oil, not only 
in the techniques but also promoting the establishment of effective conservation 
rules within the States. 

Because of the outstanding service this compact renders to oil and gas con- 
servation and the need for continuing improvement in conservation throughout 
all oil-producing States, further extension of the compact by favorable congres- 
sional action is definitely in the national interest. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
ELMER F, BENNETT, 
Acting Secretary of the Interior. 
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FEDERAL POWER COMMISSION 
’ 


Washington, May 1, 1959 
House Joint Resolution 280, 86th Congress, 1st session, consenting 


to 
state compact to conserve oil and gas. : 


Hon. OREN Harris, 


Chairman, Committee on Interstate and Foreign Commerce, House of Repres 
tatives, Washington, D.C. - 


Drak Mr. CHAIRMAN: In response to your request of March 9, 1959, there 
<m copies of the report of the Federal Power Commission on the Subject 
Sincerely yours, 
JEROME K, IKKUY KENDALL, 
Chairman, 


FEDERAL POWER COMMISSION, REPORT OF A JOINT RESOLUTION (H.J. REs. 280, 86rx 
Conga.) CONSENTING TO AN INTERSTATE COMPACT To CONSERVE OIL AND Gas 

House Joint Resolution 280 would grant the consent of Con 
extension and renewal for a period of 4 years from Stepember 1, 
interstate compact to conserve oil and gas. 

The interstate compact to conserve oil and gas was originally approved by 
Congress in 1935. Extensions and renewals of the compact have been granted 
by Congress, with the current 4-year-extension period running to September } 
1959. The Interstate Oil.Compact Commission, composed of representatives of 
the member States, was created by the compact and has continuously functioned 
under that authority. 

It is the Commission’s view that the interstate compact to conserve oil and gas, 
which has as its purpose the conservation of irreplaceable natural resources and 
the prevention of waste, is in harmony with the spirit of our Federal form of 
Government. The compact enables the signatory States to work together on 
voluntary basis to carry out a sound conservation program and thereby accom. 
plish desirable ends which might otherwise remain unfulfilled, while at the same 
time preserving the rights and responsibilities of each of the separate States, 

Section 11(b) of the Natural Gas Act (52 Stat. 827; 15 U.S.C. 717j(b)) re 
quires the Federal Power Commission “to assemble and keep current pertinent 
information relative to the effect and operation of any compact between two or 
more States heretofore or hereafter approved by the Congress, to make such 
information public, and to report to the Congress from time to time, the in. 
formation so obtained, together with such recommendations as may appear to 
be appropriate or necessary to promote the purposes of such compact.” In ae. 
cordance with this provision of the Gas Act, the Federal Power Commission has 
maintained a continuing interest in the Interstate Oil Compact Commission. 
For many years the Power Commission has been represented at the meetings of 
the oil-compact commission, and has thereby been kept informed of the work of 
that organization. In this connection it should be noted that the Power Con- 
mission’s annuai reports to Congress describe the functioning of the Interstate 
Oil Compact Commission and our relationship to the work of that body. At 
one of the two meetings of the compact commission held during the 1958 fiscal 
year a panel of two members of the Federal Power Commission and two of its 
senior staff members discussed the conservation activities of the States with re- 
spect to natural gas conservation as related to the responsibilities of the Federal 
Power Commission under the Natural Gas Act. (See “FPC 38th Annual Report 
(1958) ,” p. 63.) 

The Federal Power Commission has consistently given its support to the oil- 
compact commission when the extension of the latter’s basic authority has been 
before the Congress. The compact commission’s activities are of vital interest 
to the Federal Power Commission because of their effect on matters relating to 
the administration of the Natural Gas Act. Continued cooperation between the 
Power Commission and the compact organization will tend to effectuate the de 
clared purpose of the compact agreement and is of utmost importance to the 

conservation of the fuel supply of the Nation. We therefore believe that the 
compact commission’s program should be continued and fully supported. 


For the reasons stated above the Federal Power Commission favors adoption 
of the joint resolution. 
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L GENERAL COUNSEL OF THE DEPARTMENT OF DEFENSE, 
1959 Washington, D.C., May 4, 1959. 


; _ OreEN Hargis, 
D inte. | Pair, Committee on Interstate, and Foreign Commerce, 


House of Representatives. 
Dresen, Deaw Mr. CHAIRMAN: I refer to your letter of March 9, 1959, requesting a 
report by the Department of Defense on House Joint Resolution 280, 86th Con- 
a resolution consenting to an interstate compact to conserve oil and gas. 
CTe ar The subject joint resolution has as its purpose the extension and renewal for a 
Subject riod of 4 years from September 1, 1959, of the interstate compact to conserve 
oi] and gas. ‘ , . 

Since oil and gas are essential to national security, conservation of these re- 
, sources by the prevention of waste should be supported. Accordingly, the De- 
“en, rtment of Defense favors enactment of House Joint Resolution 280. 

), 86 The Bureau of the Budget has advised that there is no objection to the sub- 
Gj nm mission of this report to the Congress. 
— Sincerely yours, 
to the ROBERT DECHERT. 
Of the 
ved by EXECUTIVE OFFICE OF THE PRESIDENT, 
ranted : BUREAU OF THE BUDGET, ‘ 
nber | Washington, D.C., May 4, 1959. 
ives of Hon. OREN HARRIS, — , ' 
tioned Chairman, Committce on Interstate and Foreign Commerce, 

House of Representatives, 
nd gas, Washington, D.C. 
es and My Dear Mr. Harris: This will acknowledge your letters of february 9 and 
orm of March 9, 1959, inviting the Bureau of the Budget to comment on H.R. 3167, a 
T On a pill to repeal the joint resolution entitled “Joint resolution consenting to an in- 
accom. terstate compact to conserve oil and gas,” and House Joint Resolution 280, a 
€ same resolution consenting to an interstate compact to conserve oil and gas. 
es. Statutes on which the interstate compact to conserve oil and gas has been 
)) re pased have been in force since 1935. The law has been extended by the Con- 
rtinent gress eight times, the last time for a period of 4 years ending September 1, 1959. 
twoor | House Joint Resolution 280 would extend the compact for an additional 4 years, 
e such while H.R. 3167 would repeal the present law and make the interstate compact 
the in- ineffective. 
ear to The Bureau of the Budget would have no objection to the enactment of House 
In ac- | Joint Resolution 280, and recommends that H.R. 3167 not be enacted. 
on has Sincerely yours, 
‘ission. PHILLIP S. HuGHEs, 
ings of | Assistant Director for Legislative Reference. 
ork of 
* Com- 
rstate rc 
y. At | U.S. DEPARTMENT OF JUSTICE, 
fiscal OFFICE OF THE DEPUTY ATTORNEY GENERAL, 
of its Washington, D.C., May 13, 1959. 
ith re- Hon. OREN HARRIS, 
Report atives, Washington, D.C. 

Deak Mr. CHAIRMAN: This is in response to for the views of the Department 
he oil- of Justice concerning the joint resolution (H.J. Res. 280) consenting to an exten 
s been sion and renewal of the interstate compact to conserve oil and gas. 
iterest The interstate compact to conserve oil and gas, to which 29 States are now 
‘ing to signatory, is intended to foster action by the oil-producing States to conserve 


irreplaceable domestic resources of oil and gas by ending waste incident to 
production. It was originally executed in 1935, and has been since extended 
periodically. Concern that its provisions might be used to further anticompeti 
tive practice in the industry led at the time of the 1955 extension to amendment 
of the consenting resolution to require the Attorney General to report annually 
on the activities of the States under the compact in this respect. 

The joint resolution would provide the consent of Congress, necessary under 
the Constitution (art. 1, sec. 7) to the extension of this interstate compact for 
a period of 4 years. The present period of the compact expires September 1, 


en the 
he de 
to the 
at the 


'ederal Chairman, Committee on Interstate and Foreign Commerce, House of Represent- 
option 
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1959. The second section of the measure would continue, for the further per 
of 4 years, the present requirement that the Attorney General report nal 
to the Congress on anticompetitive aspects of activities related to the count 

The subject of this legislation is not a matter for which the Department 2 
Justice has primary responsibility, and we prefer to make no recom e 

: : ; Mendatiog 
as to the adoption of the resolution. 

The Department of Justice has filed annual reports under the present com 
and has uncovered no basis on which to conclude that the compact affects 
petition in the oil industry. It is believed that further reports would Bere ap 
useful purpose. This is especially true since the periodic necessity of publish 
ing detailed views as to the competitive functioning of this industry necessarily 
entails risk of prejudicing pending antitrust enforcement litigation Seeking - 
judication as to the same or closely related antitrust questions. Further the 
effectiveness of these reports has been reduced by the failure to authorize this 
Departemnt to compel the production of information on which to base them, 
Pending antitrust litigation, involving most of the larger units in this industry, 
narrows severely the area in which those companies are willing to furnish in. 
formation voluntarily. 

Finally, it is observed that as a practical matter any questions of rea] con. 
petitive concern could not be directly related to the operation of this compact 
in its present form. All State and Federal actions in the field of conservation 
depend for legal validity upon bases wholly independent of the compact. No 
action, Federal or State, limiting oil supply is carried out at the direction of the 
commission or pursuant to common policies established by it. 

It is noted that the resolution does not contain the usual provision reserving 
the right to alter, amend, or repeal the legislation giving such consent. (Se 
65 Stat. 205.) It is suggested that the measure be amended to include sueh q 
provision. 

The Bureau of the Budget has advised that there is no objection to the gnb. 
mission of this report. 

Sincerely yours, 
LAWRENCE FE. WALSH, 
Deputy Attorney General. 


The CHatrman. I might observe also for the information of thos 
present and others that each of these reports is favorable and recom- 
mends the enactment of this bill. 

Captain Carson, we are pleased again to extend to you a cordial 
welcome to this committee. We will be glad to have testimony on 
the part of the Interior Department regarding this resolution. 


STATEMENT OF MATTHEW V. CARSON, JR., DIRECTOR, OFFICE OF 
OIL AND GAS, DEPARTMENT OF THE INTERIOR 


Captain Carson. Thank you very much, Mr. Chairman. It isa 
pleasure to be able to be here today and testify in support of Honse 
Joint Resolution 280 and, while I have no prepared statement, I 
would like to say at the outset that I heartily support and endorse the 
statement that you made at the beginning of this hearing. 

The Secretary of the Interior has filed a report with the commit 
tee, recommending enactment of this bill, and I would just like to 
quote one paragraph from that report. [{ Reading: | 

Its influence— 
that is, the compact— 


extends beyond the borders of this country and its guidance and counsel have 
been sought by oil-producing Provinces in Canada, by Mexico, Colombia, and 
Venezuela. The Canadian Provinces of Alberta and Saskatchewan have made 
full use of the experience and advice they have been able to obtain from the 
compact commission. Alberta, Saskatchewan, and the countries of Venezuela 
and Colombia regularly send observers to meetings of the Interstate Oil Com- 
pact Commission. 
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I, as a representative of the Department of the Interior, on many 

ions have attended meetings of the compact commission and in 

that capacity have participated fully as a Government observer in 
the meetings of the commission. by’ sf . 

All the official observers have an unlimited right to participate in 
the actions of the commission with the exception of not having the 
right to vote. ; Ls. 

ersonally, on my own behalf, and on behalf of the Department of 
the Interior, we urge the enactment of this resolution, Mr. Chairman. 

[ have nothing further to add. If you have any questions, sir, I 
gould be glad to attempt to answer them. 

The CuHarrMAN. Thank you very much, Captain. : 

As you will observe from the bill itself, there are some 29 States 
ghich will have signed this compact. Is it not a fact that there are 
sme States that have not entered into this joint compact who were 
not able to do so at this time because of the failure to obtain approval 
of their legislature or some other reason administratively within the 
State ? j ; 

Probably we will have testimony that will clear it up, but there are 
gome States, as I understand, where the legislature was not in ses- 
sion and therefore have not yet been able to get approval, and they 
vill later with that approval] join in with this. 

Captain Carson. I believe that is correct, sir, and any time after the 
extension has been approved, the signatory States can later deposit 
their concurrence in adherence to the compact with the Secretary 
of State, I believe. 

The CuarrMan. I think it would be helpful just for this record 
and for the information of the committee and the Members of Con- 
gress to explain just what the compact is about and why it was neces- 
sary to create it. 

Captain Carson. Actually, Mr. Chairman, I suppose we would 
have to go back in history, perhaps even as far back as just a hundred 
years ago when Colonel Drake first found oil in this country at 
Titusville, Pa., and, as fields were discovered from time to time, I 
think it must have appeared to our forebears, just like the first 
Americans that came to this country, that it seemed that our resources 
were unlimited, the forests, the waters, the game, and finally oil. 
But we have found out over the years that oil is an exhaustible re- 
source. It is one that cannot be replaced except by the passage of 
time and under certain conditions, and that usually takes millions of 
years. 

Particularly, back in the twenties and the early thirties, with the 
discovery of the huge East Texas oilfield, earlier than that, the 
Spindletop, and then the fields in Oklahoma, there were no adequate 
conservation measures at all. An oil well was. discovered; gushers 
they called them in those days when they actually blew the oil over 
the top of the derrick and all over the countryside, and it had two 
effects : 

First of all, a lot of the oil which escaped that way was never re- 
covered. It floated down the streams and the bayous and was lost 
forever, but even more important at that time was the loss of reservoir 
thergy, so that the eventual recovery of oil from that particular pool 
was probably decreased by 50 or 75 percent or more. 
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Some of our very wise men in those days saw the need for the Con. 
servation of this great natural resource, and I believe it was in jg 
that General Thompson, for example, first came to Washington t 
discuss the matter with President Roosevelt to see if something could 
be done about curtailing the waste of this asse 
to us. 

It did happen at the time, I believe in the days of the NRA or some. 
thing like that, that that became unnecessary for the time being, but 
the efforts were continued and I believe finally in 1935 the consent of 
Congress was given to the Interstate Oil Compact Commission, 

The commission itself, through its various committees, conseryy. 
tion, legal resources, and whatnot, continually study how best to in. 
prove our conservation and production practices. In fact, the articls 
of the compact state that the primary purpose is to prevent th 
physical waste of oil and natural gas, and I think that that is th 
purpose which, through the years of the compact, has been pret 
adequately served. But I don’t think the time is past when we cay 
improve on those practices, and I think that the compact commission 
is the forum. It has people of ability in its committees to ser 
as a guide in this most important undertaking. 

The Crarrman. I have referred to the misfortune which we ex. 
perienced in our own State, and I think they experienced similar 
tragedies with this resource to some degree in Oklahoma, in east Texas, 
and maybe other places in the Southwest, and perhaps, as you men- 
tioned, in the early days in the Appalachian area too. I am personally 
familiar with the Smackover field when, in my district back in the 
twenties when that great field was discovered, they got a great kick 
out of turning her loose and letting her go. 

There was more oil flowing down Smackover Creek, I think, at 
that time than is produced in the area today. Because of the waste. 
ful practices and the fact, as you mentioned a moment ago, that every- 
body thought that this is just another incident in the life of America 
and we would always have plenty of it, that field is now depleted to 
the extent that many of those wells are pumping 90 barrels of water 
and 5 to 10 barrels of oil. Geologists tell me that only about 40 per. 
cent of the total has been recovered out of the field and that a large 
percentage of it would never be recovered because of the depleted 
manner in which they went about it. 

That is just one example. I am sure there are many other such 
examples. 

Captain Carson. Yes; there are. 

The Cuatmman. Fortunately, today they have utilized conserva- 
tion practices in my State and I know in many other States under 
State law. 

We can refer to another field in my own home county at which this 
practice was invoked, and I do not remember the number in terms of 
millions of barrels that was estimated that would be obtained from 
this field when it was first discovered in 1938 or 1939, but I do know 
that by these conservation practices they have already obtained over 
one and a half times as much oil as they estimated there would be in 
that field at the outset. 


I just mention some of these incidents as examples of my own per- 
sonal knowledge. 
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California has never entered into the compact agreement with the 
rest of the States, has it po 

Captain Carson. No, sir. . 

The CuairMaN. They have their own program, I believe, in the 
State of California. ; wi 

Captain Carson. Mr. Chairman, California is rather unique among 
the greatest oil-producing States in this country in that it has not 
gen fit to join the Interstate Oil Compact Commission, and I under- 
stand that one reason is that they do not have, and I believe I am 
correct, Mr. Alley, the conservation laws that are needed to be a mem- 
ber of this compact. 

Several times I think the voters have voted in California on the 
uestion of conservation measures and ratable taking, proration, and 
s forth, but each time it has been defeated. 

They do have in California a committee, I believe called the Con- 
grvation Committee of California Oil Producers, which primarily 
makes estimates of production in the several fields in the State and 
determines whether or not the oil is being produced in excess of MER, 
the Maximum Efficient Rate of production. 

However, they have no enforcement authority, as I understand, so 
that when a well is being produced in excess of MER it can be 
curtailed and cut back to what it should be. 

Is that correct? I understand that is correct. That was my under- 
standing. ; 

The CuarrMan. Mr. Moss, any questions? 

Mr. Moss. No questions, Mr. Chairman. 

The Cuarrman. Thank you very much, Captain, for your attend- 
ance here and your testimony. 

Captain Carson. Thank you very much, Mr. Chairman and Mr. 
Moss. 

The Cuarrman. Do we have Mr. Paul B. Whitney ? 

Mr. Whitney, you are the Chief of the Domestic Production in Oil 
and Gas in the Department of the Interior ? 


STATEMENT OF PAUL B. WHITNEY, CHIEF, DOMESTIC PETROLEUM 
PRODUCTION DIVISION, OFFICE OF OIL AND GAS, DEPARTMENT 
OF THE INTERIOR 


Mr. Wuirney. Yes, sir. 

The Cuarrman. Did you have any further statement that you wish 
togive to the committee ¢ 

You might identify yourself a little further for the record and your 
appearance here today. 

Mr. Wuirney. My name is Paul B. Whitney, Chief of the Domestic 
Petroleum Production Division of the Office of Oil and Gas in the 
Department of the Interior. 

The Department of the Interior was invited to become a member 
of this compact commission as an official observer in March of 1947 
while Julius Krug was Secretary, and ever since the Director of the 
Qil and Gas Division, or the Office of Oil and Gas as it now is, has 
always been the official observer for the Department of the Interior. 

We feel there is no question about the worthiness of the commis- 
sion’s cause. 
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If you would consider the situation negatively and that Con 
did not give its sanction to the commission, I think it would deal g 
disastrous blow to the national welfare and safety. 

Personally, I consider petroleum and gas to be of prime importang 
in everyday life and the national welfare. Without it, with the do 
ficiency of it, nothing can move—foods, medicine, clothing, military 
We would be at a terrible loss. 

Most assuredly the commission by its power of suggestion to the 
various States has pointed the way to save oil and gas which othe. 
wise will be wasted and which in the years past would have beg 
wasted. 

I consider it to be a very important form of legislation. It coyg 
well be permanent legislation instead of to September 1, 1963. 

The Cuarrman. I appreciate your statement regarding it, 

Do you not think it is adisable, however, to take a look at this 
occasionally, at least to have the Congress give its consent to it, to 
have an opportunity to get a view of how it is getting along and 
working ¢ 

Mr. Wuirney. I do think so. 
ought to be looked at now and then. 

The CHatrMaAn. We are trying to do that now with reference to 
some of the regulatory agencies. 

Mr. Wuirney. Yes, sir. 

The Cuatrman. Where is our good old friend Mr. Stewart now! 

Mr. Wuirney. He has retired. He is here in Washington. He 
lives in Arlington. 

The CuatrMan. This matter is brought about by the deposit of the 
agreement for the compact between the States with the Department 
of State. That is true? 

Mr. Wuitney. That is right. 

The CuarrMan. That is the procedure to bring this about. 

Mr. Wurtney. The compact itself is deposited with the Depart. 
ment of State. It is the custodian of the compact. 

The CuarrMan. Yes. 

How long have you been with the Department ? 

Mr. Wuirney. Ten years last February. 

The CuarmrMan. Have you been in this particular Division during 
that time ? 

Mr. Wuirney. Yes; all that time, except when I was with the 
Petroleum Administration for Defense when it was active. 

The Cuatrman. And the Department is urging the extension of 
this legislation ? 

Mr. Wuirnery. Most assuredly. 

The Cuarrman. Mr. Moss? 

Mr. Moss. No questions. 

The Cuarrman. Mr. Younger. 

Mr. Youncer. No questions. 

The CuatrMan. Thank you very much, Mr. Whitney, for your ap- 
pearance here. 

The next witness will be Mr. Lawrence R. Alley, executive secre- 
tary of the Interstate Oil Compact Commission. 

Mr. Alley, you may proceed. 


I think all permanent legislation 
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sfATEMENT OF LAWRENCE R. ALLEY, EXECUTIVE SECRETARY, 
INTERSTATE OIL COMPACT COMMISSION 


r. Auey. Mr. Chairman, I have a prepared statement that I filed 
with Mr. Williamson. However, due to time, I can either read or 
summarize my statement, whichever you prefer. 

The Cuarrman. Either way you prefer, Mr. Alley. You may file 
it for the record if you like and it will be included in the record in 
its entirety and then youcansummarize lt. i 

Mr. Autey. For informational purposes, sir, since it is not too long, 

rhaps I should read it. 

The CHAIRMAN. Very well. 

Mr. Auuey. My name is Lawrence R. Alley and I am executive 
geretary of the Interstate Oil Compact Commission. My residence 
is in Oklahoma City, Okla. I am appearing in support of House 
Joint Resolution 280. 

The interstate compact to conserve oil and gas was first signed in 
Dallas, Tex., on February 16, 1935, and subsequently approved by 
Congress the same year. Until 1943, successive renewals, with con- 

ssional consent, were for a 2-year period. Thereafter, the Con- 

ss gave its authorization at 4-year intervals, the last being in 1955. 

The membership of the Interstate Oil Compact Commission is now 
99 oil-producing States, as follows: Alabama, Alaska, Arizona, Ar- 
kansas, Colorado, Florida, Hlinois, Indiana, Kansas, Kentucky, Louisi- 
ana, Michigan, Mississippi, Montana, Nebraska, Nevada, New Mexico, 
New York, North Dakota, Ohio, Oklahoma, Pennsylvania, South 
Dakota, Tennessee, Texas, Utah, Washington, West Virginia, and 
Wyoming. 

In addition to the above States, Georgia and Oregon are associate 
members not now having oil and gas production, but having pros- 

ts for oil and gas production. 

The State of Maryland, at the recent session of its legislature, au- 
thorized the Governor of Maryland to sign the interstate compact 
to conserve oi] and gas, and to become a member of the compact. 

There is also now pending in the Legislature of the State of Mis- 
suri a bill that will authorize the Governor of Missouri to sign the 
interstate compact to conserve oil and gas. 

The purpose of the compact is best expressed by the language in 
the compact itself. Article II states: 

The purpose of this compact is to conserve oil and gas by the prevention 
of physical waste thereof from any cause. 

Article VI sets forth that it is the duty of the commission: 


to make inquiry and ascertain from time to time such methods, practices, cir- 
cumstances and conditions as may be disclosed for bringing about conservation 
and the prevention of physical waste of oil and gas— 


and to report— 

its findings and recommendations to the several States for adoption or rejection. 
Due to the discovery of enormous fields in the 1920’s and up until 

1935, the need for an interstate oil compact was shown. The situa- 


tion became a national problem so severe that the States of Okla- 
homa and Texas found it necessary to declare martial law in the 


oilfields. 
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The congressional Cole committee, in 1934, after thor 


7 ough inves. 
tigation of the situation, said: . 


We strongly urge upon the oil-producing States the adoption of Sta 
pacts to deal with the problems of production of petroleum with which individ 
States are powerless to cope * * *. A State compact * * * is the solutig a 
those problems of petroleum production which cannot be solved with modiien 
tion of the “law of capture” and other legislation operating within State tone 
daries. - 


te com. 


Following this report, a conference was called of representatives 
of the oil-producing States by Governor-elect Marland, of Oklahoma, 
in December of 1934. As a result of this conference, a following meet. 
ing was held in Dallas, Tex., in February 1935, when the compact 
itself was drawn and signed. 

In 1955, when Congress agreed to the last extension of the com. 
pact, an amendment was added that required the Attorney General 
to report annually to Congress as to whether or not the compact, was 
living up to article V of the compact which says: 

It is not the purpose of this compact to authorize the States joining herein to 
limit the production of oil or gas for the purpose of stabilizing or fixing the Drice 
thereof, or create or perpetuate monopoly, or to promote regimentation, but js 
limited to the purpose of conserving oil and gas and preventing the avoidable 
waste thereof within reasonable limitations. 

The Attorney General has made three reports, following this diree. 
tive in the last extension. 

In the report of September 1, 1956, the Attorney General reported: 

The functioning of the commission and its committee has been undoubtedly 
of great importance to the conservation efforts of the States and of members 
of the industry. 

In the report of the Attorney General, as of September 1, 1957, he 
concluded his summary by saying: 

On the whole, the activity of the commission appears to have been worth while. 
It seems justifiable to ascribe a good deal of the improvement in industry opera- 
tions over the past quarter century, the elimination of gushing wells and flaring 
gas, the better use of reservoir energy, the rise in production of oil from about 
20 to 40 percent to 80 percent of the potential of the well through utilization of 
advanced recovery practices—to the promotional activities of the compact com- 
mission. Above all, the compact and its commission are unique examples of 
effective interstate cooperation on a wholly voluntary basis. 

In the report of the Attorney General, as of September 1, 1958, he 
said: 

At most, the compact and its commission are unique examples of effective 
interstate cooperation on a wholly voluntary basis. Observation of the commis- 
sion’s activities over the current year requires no modification of these con- 
clusions. 

It is my opinion that the Interstate Oil Compact Commission has 
scrupulously observed the provision of article V of the compact. 

The commission holds two meetings each year. A typical meeting 
is one where the standing committees of the commission meet on the 
opening day of the session and hear technical and legal papers pre- 
sented by outstanding authorities in the Nation. 

The second day’s session is a general session of the commission, 
where outstanding speakers in the Nation discuss oi] and gas con- 
servation matters. 
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The third day’ session is devoted to the commission hearing reports 
from its standing committees, and a business session to take care of 
ysiness of the commission. 

The papers and reports of the committees have much value to the 
gi and gas-producing States, members of State regulatory bodies, 
representatives of Federal agencies, and representatives of the indus- 

_ All of these papers are published in a bulletin, and distributed 
widely throughout the Nation and many foreign countries. 

There are approximately 500 libraries on the commission’s mailing 
list that receive these, and a survey recently made of these libraries in- 
dicated the papers are indexed and, in many instances, the bulletins 
gre bound for permanent reference. 

The commission has a headquarters office in Oklahoma City, where 
it has eight full-time employees, and housed in its own building that 
as contributed by the State of Oklahoma, with the commission hold- 
ing full title. 

e compact is financed entirely by voluntary State contributions. 

It does not accept advertising for its publications, nor donations or 

ay other moneys from individuals, companies, corporations, or or- 
nizations. 

Much of the outstanding work of the commission is done by its 
standing committees. Many technical reports have been prepared, 
published and distributed. The growth of secondary recovery op- 
erations, that is, the producing of older fields that have been ex- 
hausted by ee methods, by waterflooding or other fluid injection 
means, has been encouraged to a large degree by the work carried on 
during the past 11 years by the Interstate Oil Compact Commission. 

The commission, in addition to its regular publications, has issued 
numerous special pamphlets, has produced an educational motion pic- 
ture on conservation that, it is estimated, has been viewed by some 4 
nillion people. It has issued several pamphlets that have a distribu- 
tion in excess of one-half million. All of the material that has been 
issued by the commission has been done in the line of oil and gas 
conservation. 

I think the accomplishments of the commission could best be enu- 
merated by— 

1. The States that have affilated with the commission have either 
passed or strengthened their oil- and gas-conservation laws. 

2. The education information that has been distributed throughout 
the Nation has been of an estimable value to the general public in bet- 
ter understanding the benefits of oil and gas conservation. 

3. The pioneer work done in the field of secondary recovery and the 
interest of the people in producing oil by this method that would not 
otherwise have been produced and made available to the Nation as an 
energy fuel. 

4. Through its educational program, the commission has been effec- 
tive in preventing the waste of large amounts of gas produced with 
oil that would otherwise have been wasted, but it is cis balla supplied 
tothe Nation. 

5. The compact States have shown a clear understanding of their 
responsibilities in the field of oil and gas conservation and have dem- 
onstrated the benefits of conservation by today having an excess pro- 
ducible reserve of sore 3 million barrels available to this country in 
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case of a national emergency, as they had an excess producible Tesern, 
available in our past emergencies. 

In view of the benefit that I think the compact has been to the 
public and to the Nation generally, I hope Congress will approve thi 
extension of the compact, in accordance with provisions of article | 
section 10, of the Constitution of the United States. 

The Cuarrman. Does that conclude your statement, Mr. Alley? 

Mr. Attry. Yes, sir. 

The Cuatrman. In your No. 5 of the accomplishments of the cop, 
mission, referring to benefits of conservation by today havin 
excess producible reserve of some 3 million barrels available and y 
forth, you mean 3 million barrels per day ? 

Mr. Attey. Daily within our maximum efficient rate ; yes, sir, 

The Cuarrman. I thought so. 

Mr. Attrey. That wasn’t clear. 

It is within our maximum efficient rate. It is estimated we hay 
3 million barrels additional that we can produce daily over and aboy 
what we are now producing today. 

The Cuarrman. Mr. Moss, any questions ? 

Mr. Moss. No questions. 

The Cuatrman. Mr. Younger? 

Mr. Youncer. Mr. Alley, do you know of any objection whatsoeye 
to the extension of this? 

Mr. Autry. I have heard none whatsoever, sir. 

Mr. Younger. None from your members or anybody from th 
outside ? 

Mr. Attey. In line with the chairman’s statement, I would like ty 
say that there were three States when we filed the compact with the 
State Department which had not signed. One of those was due ty 
the fact that in Alaska, as you know, the Governor was seriously ill 
at that time and we had not been able to get his signature. 

The States of Kansas and Illinois do not have continuing legish. 
tion, which means they must pass their legislation each 4 years. Kan- 
sas has passed theirs and we now have the State of Kansas’ signature, 

The house in Illinois has passed theirs unanimously and it is now 
pending before the senate, and we do expect to have that in a very 
short time, but I know of no objections; no, sir. 

Mr. Youncer. That is all. 

The Cuatrman. Mr. Avery? 

Mr. Avery. This would not shed any particular light on the hear- 
ing, but just as a matter of curiosity, I read here on page 3 where the 
compact is financed entirely by voluntary State contributions, Mr. 
Alley. 

Are those public funds made available by the State, or are they from 
industry ? 

Mr. Autry. It is from the State treasury. 

Mr. Avery. About. what is your budget ? 

Mr. Atiry. $100,000. 

Mr. Avery. Upon what basis is the assessment made upon the rm 
spective States? 

The States of Texas and Oklahoma do contribute the largest amount 
to our fund. Each of those States contributes $25,000. 
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Mr. Avery. That would sound reasonable to me; especially the first 
State you mentioned, I know, would want the honor of making the 
to th} jgrgest contribution. ; | ‘i 

ove this} Mr. Attey. They do contribute $25,000 each ; the State of Louisiana, 
rticle | $10,000; the chairman’s State, $500; the State of New Mexico, $3,500 ; 
te of Wyoming, $3,500; somewhat in line with their production. 


Tesern, 


ry! Probably Oklahoma is larger in line with its production, but the 
contributions, though not based on it, are in line with the production. 

he com. The CHatrMAN. They naturally fall into about this same propor- 

ing a} tion! 

and » Mr. Autey. Yes. I gave those examples. 


The State of Tennessee, as an example, contributes $100,000. 
Mr. Avery. Another question, and this is purely for my own infor- 
mation. 
Incidentally, I might say I am from the State of Kansas, and I 
ve haw} gon’t have a single producing oil and gas well in my district. 
d above Mr. Attey. Your State contributes $9,000 to our commission. 
Mr. Avery. They probably should, based upon the formula that 
you suggested. 
I was curious again about the various improvements you have made 
in production and recovery processes. 
itsoever Do you carry on some experimentation or do you work with the 
Department of Interior ? 
Mr. Attey. We have close cooperation with the Department of 
‘om the} the Interior through the Bureau of Mines and Oil and Gas Division. 
Also, we work closely with the State regulatory bodies. We our- 
like to} gelves are not financially able nor do we have the staff to do the 
vith the experimentation. 


- due to Mr. Avery. That is what I wondered. 

usly ill Mr. Attey. We do try to publicize the results of experimentation 
; by the States and the Federal Bureau. 

legisla- Mr. Avery. You are kind of a coordinating agency for all of the 


. Kan} facilities that might be available among the several States or in the 
ynatur. | Bureau of Mines in the Federal Government? 
‘Isnow} Mr. Auney. Yes, sir. 
| & very We do not have the funds to do it ourselves. 
Mr. Youncer. Mr. Chairman, just one further question. 
Why does the State of California remain out of the compact? 
Mr. Attey. Captain Carson explained it in one way. There is 
e hear- | another explanation. California, oilwise, is a province unto its own. 
rere the | Their production is all used and consumed west of the Rocky Moun- 
ns, Mr. | tains, They are unique in that they have a number of individuals 
who do not want any type of conservation. 
ey from There twice has been a bill passed in the Legislature of California 
authorizing conservation bodies and joining the compact, and twice 
the people have voted it down. 
Just last year or so‘they had a very fine, broad conservation bill, 
proposition No. 4. They had a terrific campaign on it and it was 
the + | voted down by the people. 
The Coarrman. It was voted down? 
amount | Mr. Atuey. Yes, sir. 
Mr, Avery. By referendum? 
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Mr. Arter. Yes, sir. The bill was introduced by referendum, and 
voted down. 


That has happened three times; twice by the legislature and then g 


referendum to do away with the legislation, and the last time Was | 


a referendum petition for conservation and it was voted down, 

Mr. Youncer. That is all. 

The Cuarrman. Mr. Alley, some time ago there was some question 
regarding the extension of the compact and it was proposed to give 
authority to the Attorney General to make investigations and reports 
thereon to the Congress. As a result, section 2 was included in thy 
extension either 4 or 8 years ago, I have forgotten which. 

You have referred in your statement to the reports of the Attorney 
General during the years of 1956, 1957, and 1958. At the time that 
provision was adopted, some members of the compact had some ques. 
tion about it. 

Are you in a position to indicate to the committee how this hg 
worked out ? 

Mr. Auxey. Yes, sir. 

I believe that some of the members of the compact discussed it with 
you, Mr. Chairman. It was kind of having someone, when yy 
thought you were doing right, to investigate and tell you you wep 
doing right. 

We thought we were doing right. As far as I as executive secre. 
tary of the compact am concerned, we have been most pleased thai 
the investigation has taken place. We have given all of our facil. 
ties; I believe the Attorney General will say we have turned every. 
thing in our office over to him. ; 

We are most pleased that the investigation has taken place an 
we are also pleased to find that he has found nothing wrong with 
what we are now doing. 

We have no objection to the investigation of the Attorney General, 
sir, none of the members of the commission. 

The Cuarrman. You think that provision, then, is probably whole. 
some in connection with the program ? 

Mr. Atzey. Yes, sir; I think any organization needs to have 
watchdog ; yes, sir. 

The CuHatrman. I have here the third report of the Attorney Ge- 
eral, filed September 1, 1958, which will be included in our files for 
reference. 

If there are no further questions, thank you very much for your 
appearances. Do you have anyone else from the compact? 

Mr. Autrey. Mr. Smith was trying very hard to get here from 
Phoenix, Ariz., but I am afraid he ran into weather trouble. He did 
not come in last night. He was due at 2 o’clock this morning and hess 
not here. 

The Cuarrman. That is Clarence T. Smith ? 

Mr. Autey. Yes, of Illinois; the Governor’s representative from the 
State of Illinois. 

The Cuarrman. I believe you stated that Alaska had not yet signed 

Mr. Autey. They have now signed a counterpart which: has no 
yet been filed, sir. 

The Cuarrman. They have signed a counterpart? 
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Mr. Attey. We have a counterpart which they have signed. The 
State of Kansas has signed. We are waiting for Maryland, Missouri, 
and Illinois and, if they pass legislation, we will have their signatures. 

The Cuarrman. Mr. Smith was here as chairman of the committee 
inconnection with the extension of this program ? 

Mr.Autey. Yes,sir, 

Our commission named him as chairman of the committee and he and 
[were in your office at the time we filed the compact. 

The CHarrMAN. Mr. Smith, in that capacity and as a representa- 
tive of the Governor of the State of Illinois, if he desires, may file his 
statement for the record. 

Mr. Autey. Thank you, sir. 
(Statement referred to is as follows :) 


STATEMENT OF CLARENCE T. SMITH 


This statement is filed on behalf of a special committee recently appointed 
by the Interstate Oil Compact Commission. Such committee, composed of 
Mr. Jake Jacobsen, of Austin, Tex.; Gov. J. Hugo Aronson, of Helena, Mont. ; 
and the undersigned, Clarence T. Smith, of Flora, Ill, as chairman, was charged 
with the duty of securing the introduction and supporting the adoption of reso- 
jntions in the Congress of the United States consenting to an extension of the 
interstate oil compact to conserve oil and gas through prevention of physical 
waste. 

It has been my privilege to serve as the Illinois representative on the com- 
mission for some 14 years. During all of this period I have been a member of 
the executive committee and during two terms served as the first vice chairman 
of the commission. This has afforded me an excellent opportunity to observe 
and participate in the work of the compact through the compact commission and 
itsstanding and special committees. 

Illinois was one of the six original, or charter members of the compact. At 
the time of formation of the compact in 1935, Illinois, as well as the majority 
of oil- and gas-producing States at that time, had no conservation statutes. In 
the short space of 24 years we have seen the compact grow to a membership 
of 29 States. Great progress has been made during the same period in enact- 
ment of adequate conservation laws in the several compact States. Truly the 
compact, its commission and committees, has led the way in conservation— 
prevention of physical waste of oil and gas. Through this tremendous program 
great progress has been made in conserving this most important natural re 
source. Untold billions of barrels of oil have been made available for use, or 
added to our reserves. We now have a daily reserve capacity of some 3 million 
barrels of oil, producible to meet our constantly growing needs and any fore 
seeable national emergency. 

This great work must not be stopped—it must not be retarded. It must be 
supported within the realm in which it exists—close at home, and at the State 
level. 

Therefore, in my official capacity, and personally, I urge your favorable con- 
sideration of House Joint Resolution 280, consenting to the extension of the 
compact to conservice oil and gas until September 1, 1963. 

Respectfully submitted. 

CLARENCE T. SMITH. 

On behalf of special committee composed of : 

Jake Jacobsen. 
Gov. Hugo J. Aronson. 
Clarence T. Smith. 


The Cuarrman. Thank you very much for your appearance here 
today. 

Mr. Hadlick. 
Will you identify yourself for the record ? 
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STATEMENT OF PAUL E. HADLICK, COUNSEL FOR THE NATIONAy 
OIL MARKETERS ASSOCIATION 


Mr. Hapiick. I am Paul E. Hadlick, counsel for the Nationa] Oil 
Marketers Association, which, since the first inception of the idea of 
the compact, has been opposed to it for the reason that the State laws 
are based on limitation of production to market demand. 

I might state that I would like to suggest that the California oil 
and gas law be made a part of your record, Mr. Chairman, because 
I have read it and it is a good law. 

It isa conservation law. It limits it to MER strictly. 

There are other States with a number of days’ production plus MER 
of course. 

We are not against conservation, but when you limit to market de. 
mand, you are fixing the price. With oil $2 a barrel, you will sell more 
than you will at $3. It isassimpleas that. 

[ won’t go into detail. I would like to file this resolution which 
our association adopted last fall which opposed the present com. 
pact and is against any future extension. 

(Resolution follows :) 


RESOLUTION No. 1—O1m-PRopDUCTION CONTROLS 


Whereas since 1935 the National Oil Marketers Association has steadily 
advocated a four point program to check the growth of monopoly in the oj] 
industry, viz: 

(a) The repeal of State proration laws designed to limit production of 
crude oil in order to maintain high prices; 

(b) The repeal of the Conally Act under which State oil proration laws 
are made effective; 

(c) The withdrawal of congressional approval of the interstate oil com- 
pact; 

(d) The discontinuance of Federal aid to arbitrary limitation of the pro- 
duction of crude oil by the issuance of monthly forecasts of market demand 
for petroleum products; 

and 

Whereas the continuation of these laws has had the effect intended by their 
supporters of eliminating most of those elements in the petroleum industry that 
furnished competition to the international oil companies and maintaining a price 
structure that permits them to import petroleum products they produce in 
foreign countries and sell at fabulous profits here: Now, therefore, be it 

Resolved by the National Oil Marketers Association in meeting assembled at 
Washington, D.C., this 24th day of October 1958, That the Congress new repeal 
the Connally Act and withdraw its approval of the interstate oil compact and 
let the law of supply and demand follow its natural course. 

[SEAL] 


The CuHarrman. Will you describe for the committee your organi- 
zation ? 

Mr. Haprick. We are a group of oil marketers in, I would say, 
about 27 States east of the Rocky Mountains. We have none on the 
west coast. 

Mr. Avery. Is that crude-oil marketing? 

Mr. Haptic. No. 

Mr. Avery. Refined products ? 

Mr. Haprick. Yes. No refiners. I believe one of them has bought 
an interest in a refinery, but they are jobbers of their own brands and 
any name brand you can mention, Shell, Texaco, and so forth. They 
own and operate their own business—gasoline, fuel oil, and lubricat- 
ing oils. 
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We use the words “distributor,” “wholesaler,” and “jobber” inter- 

bly. 

The CHARMAN. Mr. Avery. ; 

Mr. AvERY. I would like to have a little more information about 
your organization, Mr. Hadlick. I regret I never heard of it before. 
"Isis like a retail merchant’s association, or just what is it? 

Mr. Hapuick. It isa trade association like the refiners. The West- 
wn Petroleum Refiners have their association, the Petroleum Associ- 
ition of America has theirs, and we are as old as them. We have been 
in business since 1933. : ; A 

Mr. Avery. In the State of Kansas, we have KIODA, the Kansas In- 
dependent Oil Dealers Association. 

Vhat would your relation be to them ? aa aoa 

Mr. Hapticx. They are retailers. There is a similar association 
in Kansas, I think it is KOMA, Kansas Oil Marketers Association, 
mhich is the jobbers. 

Mr. Avery. You are strictly jobbers? 

Mr. Hapuick. There are some, who retail fuel oil to the homes, but 
they are terminal or bulk plant operators essentially. 

Mr. Avery. Does your organization encompass all of the 50 States? 

Mr. Hapuick. No. 

Mr. Avery. Or approximately ? 

Mr. Hapuick. No; I said about 27 States east of the Rockies. 

Mr. Avery. I am sorry, I missed that. 

About how many members in your association / 

Mr. Hapuick. We have now around 115 to 120 members. 

Mr. Avery. That would be just about four or five to a State or 
smething like that ? 

Mr. Haptick. Something like that. 

Mr. Avery. That is all, Mr. Chairman. 

The Cuarrman. Mr. Moss, did you have any questions ? 

Mr. Moss. No questions. 

The Cuarrman. Thank you very much, Mr. Hadlick. 

Your statement will be included in the record as requested. 

Mr. Dingell, did you care to testify ? 

Mr. Dinceti. No, thank you, Mr. Chairman. I just came over to 
listen to the testimony. 

The CuArrman. Is there anyone else who cares to testify regarding 
thisprogram ? 

May I inquire if anyone from the Department of Justice is here? 

[have word that the Department of Justice would not have anyone 
here to testify, but would have its report in and try to be here today. 
We have not yet received it. I am sure it will be coming forward. 

[have a statement from the U.S. Chamber of Commerce which was 
fled with the committee and it was requested that it be included in 
the record, and without objection, it will be included at this point. 

(Statement referred to follows: ) 

CHAMBER OF COMMERCE 
OF THE UNITED STATES, 
LEGISLATIVE DEPARTMENT, 
Washington, D.C., May 4, 1959. 
Hon. OkEN Haggis, 


Chairman, Subcommittee on Communications and Power, House Interstate 
and Foreign Commerce Committee, House Office Building, Washington, D.C. 


Deak Mr. Harris: The Chamber of Commerce of the United States urges your 
ukoommittee to approve House Joint Resolution 280, giving the consent of 
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Congress to an extension and renewal of the interstate compact to conserve 
and gas for a period of 4 years from September 1, 1959. oil 
The national chamber believes the interstate oil compact has clearly sho 
the value of State compacts as a means of encouraging the Conservation of 

valuable natural resources and contributing greatly to the public welfare. 

It has been successful in ending the chaos and competitive wastefulness tha 
once existed in the oil industry. Its method of doing this through precept int 
example is far better than the only alternative—Federal intervention and regi 
mentation. E 

The purpose of the Interstate Oil Compact Commission authorized py the 
legislation is to study and publicize the methods whereby the individua] States 
signing the compact may bring about the conservation and the Prevention of 
physical waste of oil and gas. 

The compact does not attempt to dictate to the States the methods by whig 
they will conserve oil and gas. Each State signing the compact agrees that 
within a reasonable time it will enact laws to accomplish within reasonable 
limits the prevention of— 

(a) The operation of any oil well with an inefficient gas-oil ratio, 

(b) The drowning with water of any stratum capable of producing oj 
or gas in paying quantities. 

(c) The avoidable escape into the open air or the wasteful burning of gas 
from a natural-gas well. 

(ad) The creation of unnecessary fire hazards. 

(e) The drilling, equipment, locating, spacing, or operating of a well or 
wells so as to bring about physical waste of oil or gas or loss of the ultimate 
recovery of them. 


(f) The inefficient, excessive, or improper use of the reservoir energy jp 
producing any well. 

Article V of the compact specifically states that it is not the purpose of the 
compact to authorize the States to limit the production of oil or gas for the pur. 
pose of stabilizing or fixing the price thereof, or to create or perpetuate monopoly, 
or to promote regimentation. 

We therefore recommend that your subcommittee approve House Joint Reso. 
lution 280. 


Will you be good enough to make this letter a part of your current hearings? 
Cordially yours, 


CLARENCE R. Mires. 


(The following letter was later submitted for the record :) 


INDEPENDENT PETROLEUM ASSOCIATION OF AMERICA, 
Washington, D.C., May 13, 1959. 
Hon. OREN HARRIS, 


Chairman, Interstate and Foreign Commerce Committee, House of Representa- 
tives, Washington, D.C. 


DEAR CONGRESSMAN Harris: This is to advise that the Independent Petroleum 
Association of America strongly supports the extension of the interstate compact 
to conserve oil and gas as proposed in House Joint Resolution 280. 

At a meeting of the directors of the association, held in Phoenix, Ariz., May 
4-5, 1959, the following resolution was unanimously adopted: 

“The interstate oil compact is now in its 25th year, the original compact having 
been signed in Dallas, Tex., February 15, 1935. The Independent Petroleum As 
sociation of America feels that the work of the Interstate Oil Compact Commis- 
sion has done much to encourage the present conservation programs in the 
various oil- and gas-producing States. 

“The Interestate Oil Compact Commission has stayed within its original char- 
ter—that is to encourage the prevention of physical waste in the production of 
oil and gas: Now, therefore, be it 

“Resolved by the Independent Petroleum Association of America, at its mid- 
year meeting at Phoenix, Ariz., on this 4th day of May 1959, That the association 
strongly supports the consent to the 4-year extension of the interstate compact to 
conserve oil and gas, as is now pending in Congress.” 

The petroleum-producing industry is vitally concerned with the successful at- 
tainment of the purpose of the compact “to conserve oil and gas by the prevention 
of the physical waste thereof from any cause.” The producer of oil and natural 
gas has long recognized that whatever promotes the effective conservation of 
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um serves the interest of the producer, the consumer, and also local, State, 
petrore al Governments. Petroleum that is wasted is lost to all. Petroleum 
and i eeeserved may be sold by the producer, used by the consumer, or made 
babe to the Nation in time of emergency. The petroleum producer, there- 
aun t only has an interest as a producer in the proper promotion of conserva- 
fore, ot Iso an interest as a consumer and a citizen. 
= = + the life of the compact, we have had much experience on which to base 
i teal of its activities and in our judgment, it has contributed substan- 
Ss ot the cause of conservation. 
tally therefore, urge favorable action on the proposed extension of the interstate 
rae to conserve oil and gas as proposed in House Joint Resolution 280. 
ary truly yours, es os 
RUSSELL B. Brown. 


The CHAIRMAN. This will conclude the hearings on the legislation. 
Thank you, gentlemen, for your appearance. 

The committee will adjourn. 
Thereupon, at 11:05 a.m., the committee recessed, subject to the 


al of the Chair.) 
x 





